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ABSTRACT 
 The objective of the research was to find out and to analyze the influence of profitability, 
liquidity, leverage, and activity ratio on profit growth with managerial ownership as 
moderating variable. The research used associative causal method. The population was 60 
automotive and component companies listed in the Indonesia Stock Exchange in the period of 
2012-2016, and all of them were used as the samples, taken by using census sampling 
technique. The data were analyzed by using multiple linear regression analysis and absolute 
deviation test. The result of the research showed that profitability and activity ratio had positive 
and significant influence on profit growth, while liquidity and average did not have any 
significant influence on profit growth. Managerial ownership could not moderate the 
correlation of profitability, liquidity, leverage, and activity ratio with profit growth in 
automotive and component companies listed in the Indonesia Stock Exchange. 
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1. INTRODUCTION 
The development of the corporate world in Indonesia  pushes every company to 
process and to implement the company's management to be more professional. 
There are so many competitors in the business worlds and the company have to 
improve company’s performance for the existence and the survival of the 
company. The company's success can be measured based on the ability of the 
company which is reflected in performance management. One of the tools of 
financial analysis that are most commonly used are financial ratios. Financial ratio 
is a comparison of figures from the estimates contained in the balance sheet and 
income statement. 
One of the company's performance parameter commonly used is profit. Profit 
growth is the increase and decrease of the company profit earned for comparising 
to the previous year. High profit growth indicates the company earned high 
profits, so does the company dividend. Therefore, profit growth will affect the 
decisions of investors in investing. 
Liquidity is the ability to turn assets into cash. The lack of liquidity will prevent 
companies to gain the opportunity to make a profit because of the lack of liquidity 
will hamper the company's operational activities. 
Leverage is a ratio used for measuring the extent of the company's assets financed 
by debt, the higher the debt to equity ratio increases, the better the profit growth 
does. Depreciation of assets will affect profit growth (Mahaputra, 2012). 
Profit growth rate of a company can also be seen from other factors such as 
managerial ownership. Managerial ownership is used by researchers as a 
moderating variable that will strengthen or weaken the relationship between 
independent variable such as the growth of the dependent variables with profit 
growth. Managerial ownership percentage of shares is owned by the management, 
namely commissioners and directors that are actively involved in decision-making 
of a company. The higher the proportion of managerial ownership, the better the 
performance of company. It will also affect the profit growth progressively. 
The demand of automotive products increase in every year, both the products of 
automotive vehicle and four-wheeled,  two-wheel vehicles. Each company's 
automotive industry is required to increase its production in every year to meet 
consumer demand. The increasing sales in automotive industry sectors affect the 
industry component, because the component industry in Indonesia at present is 
largely absorbed by the automotive manufacturer, so that the auto industry and 
components coupled very closely. In other words, the increased sales will directly 
impact the profit gained by the company. 
 
Tabel 1.The average financial ratios and profit growth in the automotive and 
component companies listed in the Indonesia Stock Exchange Period of 
2012-2015 
 
VARIABLE 2012 2013 2014 2015 
Profitability (ROA) 0,8 0,60 0,50 0,60 
Liquidity (CR) 1,61 1,70 1,60 1,50 
Leverage(DER) 1,02 1,01 0,91 1,11 
Activity Ratio (TATO) 1,0 1,03 0,87 1,01 
Profit Growth 0,13 0,12 0,10 0,20 
Source : ww.idx.co.id , data processed by 2017 
Based on the table it can be seen that the average financial ratios and profit 
growth in the automotive and component companies listed on the Indonesia Stock 
Exchange period of 2012 to 2015 fluctuate. In the year 2012 profit growth  is only 
0.13%  whereas the year 2013 decreased 0.12%, 2014 year decreased 0.10% 
whereas the year 2015 increased 0.2%, the ups and downs of profit growth was 
greatly influenced by the ratio of profitability, liquidity, leverage and activity 
ratio. 
Many research about profit growth has been researched in Indonesia. The research 
results of  Sari (2015) shows that simultaneously,the Current Ratio, Debt to Asset 
Ratio, Total Asset Turnover, and Net Profit Margin have influential significantly 
to Profit Growth, while research results of Rachmawati and Handayani (2014) 
indicates that Current Ratio, Total Asset Turnover, Profit Margin and Divident 
Payout Ratio has no effect on the corporate profit growth,  research results of Ade 
and Wahyuni (2013) indicates that Current Ratio, Debt to Asset Ratio, and Debt 
to Equity Ratio have no influential significantly to corporate profit growth. 
Based on the explanation and the phenomenon that was presented above as well 
as inconsistencies in earlier research results, the author is interested in doing 
further research with the title “The Influence of Profitability, Liquidity, Leverage 
and Activity Ratio on Profit Growth with Managerial Ownership as Moderating 
Variable at Automotive and Component Companies Listed in The Indonesia Stock 
Exchange”. 
 
2. LITERATURE REVIEW 
2.1. Signalling Theory 
According to Signalling theory, if profit growth increases continuously, it 
will show a positive signal about the company's performance. Profit growth is a 
measurement of the company performance, so if company achieved higher profits,  
it indicates the better performance of the company. Thus, the better the company's 
financial ratio, the better the company's earnings growth. Signalling theory also 
argued about how should a company give signals to financial statement users. 
This signal is information about what has been done by management to realize the 
wishes of the owner. 
 
2.2. Profitability 
The profitability ratio described the company's ability to increase its 
profits through all the existing resource capability to gauge the efficiency level of 
the company. Indira (2011) used ROA ( Return on Assets) ratio to be the proxy of 
profitability. This ratio illustrates the management achievement in achieving profit 
by comparing net income to total assets. The measurement scaled is ratio, and the 
formula used is as follows : 
 
 
2.3. Liquidity 
The liquidity ratio described the company's ability to meet short-term 
obligations. Current ratio is used for comparing the total current assets to current 
liabilities (current assets/current liabilities). Higher in current ratio will increase 
the liquidity of the company and will be easy to acquire funding from creditors 
and investors to improve its operational activities so that the profit can also be 
increased. A low current ratio indicates a high liquidity risk, while a high current 
ratio indicates the presence of an excess of current assets, which will have a bad 
effect to the company profitability. The measurement scaled is ratio, and the 
formula used is as follows : 
 
 
2.4. Leverage 
Leverage ratio is a ratio that measure company asset financed by debt. 
Debt to Equity Ratio is a measurement that find out the amount of funding 
provided by creditors and owner (Kasmir, 2008:157). Higher in Debt to Equity 
Ratio will show good performance. The measurement scaled is ratio, and the 
formula used is as follows : 
 
 
 
2.5. Activity Ratio 
The activity ratio (Total Assets Turnover) is a ratio that measure the 
rotation of all company assets and the  total sales. (Kasmir,2010:185). Total Asset 
Turnover represents how well sales generating company assets. The measurement 
scaled is ratio, and the formula used is as follows : 
 
 
2.6. Managerial Ownership 
Managerial ownership is the percentage of ownership in a company. The 
higher the proportion of managerial stock ownership, the better the company 
performance. Managerial ownership percentage amount is measured by shares 
owned by the management of the entire share capital of the company. (Guna and 
Herawaty, 2010:60). The measurement scaled is ratio, and the formula used is as 
follows : 
  
 
 
 
 
3. CONCEPTS FRAMEWORK AND HYPOTHESES 
Based on early explanation in introduction and literature review, the 
framework in this research showed in figure 1 
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Figure 1: Framework This Research 
 
3.1. Research Hypotheses 
1. Profitability, Liquidity, Leverage and Activity Ratio have positive and 
significant influence on Profit Growth at automotive and component 
companies listed in the Indonesia Stock Exchange (IDX). 
2. Managerial Ownership is able to strengthen the correlation between 
Profitability, Liquidity, Leverage, Activity Ratio and Profit Growth at 
automotive and component companies listed in the Indonesia Stock 
Exchange (IDX). 
 
3. RESEARCH METHODS 
The type of this research is causal associative. This research was conducted at  
automotive and component companies listed in the Indonesia Stock Exchange. 
The time of this research was carried out in January 2017, and was completed in 
December 2017. 
The population was selected using the entire data of automotive and 
component companies listed in the Indonesia Stock Exchange period of 2012 to 
2016 and the total population are 12 companies. The samples were selected  using 
census method,it means all members of the population was being sampled, so the 
total of  samples were 12 company x 5 years = 60 units of observation and 
analysis at the automotive and component companies that publish financial 
statements in Indonesia Stock Exchange. 
Data collection methods used in this research is documentation method, data 
collected (financial statement) through www.idx.co.id. 
 
Descriptive Statistics Analysis 
Descriptive statistics aims to analyze and describe collected data without 
intending to make general conclusions or generalization. Descriptive statistics 
data was retrieved data results which consist of N (number of data obtained), the 
minimum value, maximum value, average (mean), and standard deviation. 
 
Liquidity 
(X2) 
Leverage 
(X3) 
Activity 
Ratio 
(X4) 
Managerial 
Ownership 
(Z) 
Profit 
Growth (Y) 
Classical Assumption Test 
Classical assumption test aims to determine whether the results of the 
regression estimation have a normal data and freed from the presence of 
multicollinearity, autocorrelation, and heteroscedasticity symtomps, described as 
follows. 
 
 
Multiple Linear Regression Analysis 
This research use multiple linear regression analysis model to analyze the 
influence of profitability, liquidity, leverage, and activity ratio on profit growth 
with the base model as follows: 
Y = α + β1 β2 x 1 + x 2 + β3X3 + β4 X4 + e 
 
4. RESULTS AND ANALYSIS 
Multiple Regression Analysis 
Multiple Linear regression aims to define a linear relationship between several 
variables (X) with a dependent variable (Y). This regression equation model 
showed that: 
Table 2. Regression Analysis 
 
 Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients T Sig. 
B Std. Error Beta 
  
1 (Constant) 1.868 1.249  1.496 .140 
Profitability .412 .112 .439 3.672 .001 
Likuidity .698 .578 .199 1.206 .233 
Leverage .278 .321 .140 .865 .391 
Activity Ratio .598 .303 .234 1.971 .044 
 
Based on the table above, the equation model can showed below: 
Y = 1.868 + (0.412) X1 + (0.698) X2 + (0.278) X3 + (0.598) X4 
 
Hypothesis Testing Research 
Adjusted R2 value in this research is 0.294, coefficient Correlation is 0.498. 
it means:  
1.  value R  is 0.498 means the relationship between profitability, liquidity, 
leverage and activity ratio on profit growth is of 49.8%. This means that 
the relationship is pretty tight. 
2.   Adjusted R Square of 0.294 meaning 29.4% of the factors that affect 
profit growth can be explained by the profitability, liquidity, leverage 
and activity ratio while the rest of 70.6% explained by other factors that 
do not examined in this study. 
 
The Test Results in Table F (Simultaneous Test) show that F Value is 
calculated 4.544 with a level of significance of 0.003. The significance level (α) is 
5%. Based on Table, F test retrieved 0.003 <0.05, and shows that there is 
significant influence simultaneously from the dependent variable on the 
independent variable. 
This test aims to find out whether the hypothesis proposed is accepted or 
rejected by using statistical test t. These are the results of statistical t-test (partial 
test)  
Table 3. Coeeficient Regression 
Model Unstandardized Coefficients Standardized Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) 1.868 1.249  1.496 .140 
Profitability .412 .112 .439 3.672 .001 
Liquidity .698 .578 .199 1.206 .233 
Leverage .278 .321 .140 .865 .391 
Activity Ratio .598 .303 .234 1.971 .044 
 
Based on the results of the t Test Table preparations of SPSS model, then it can be 
summed up the results of significance or variables independent influence on 
dependent variable as follows: 
1. The t count value for profitability is 3.672 , the level of significance of 
0.001, then profitability affect  positively significant on  profit growth with  
tcount value 2.994 < ttable 1.671 and significant value of 0.001 < 0.05. 
2. The t count value for liquidity is 1.206, the level of significance of 0.233, 
then liquidity does not affect profit growth with tcount value 1.206 < ttable 
1.671 and significant value of 0.233 > 0.05. 
3. The tcount value for leverage is 0.865 with the  level of significance of 
0.391,  then leverage does not affect profit growth with tcount value 0.865 < 
ttable 1, 671 and significant value of 0.391 > 0.05. 
4. The tcount value for activity ratio is 1.971 with the  level of significance of 
0.044, then activity ratio affect positively significant on profit growth with 
tcount value1.971 > ttable 1.671 and significant value of 0.044 < 0.05. 
 
The Influence of Managerial Ownership as a Moderating Variable in the 
Relationship between Profitability, Liquidity, Leverage and Activity Ratio on 
Profit Growth 
The results of this research show that managerial ownership moderates the 
relationship between profitability, liquidity, leverage and activity ratio with level 
of significance are above amount of 0.05, so managerial ownership could not 
moderate on profit growth in automotive and component companies listed in the 
Indonesia Stock Exchange. 
Profit growth is only affected by the variables profitability ratio and activity 
ratio, while variables leverage and liquidity can’t  significantly influence profit 
growth. In addition, managerial ownership variables cannot moderate the 
influence of independent variables on dependent variables. Companies that have a 
high activity ratio show good operational performance, which will increase profits 
from year to year. 
  
5. CONCLUSION 
 
Based on the results of data analysis which has already been done,  this research 
obtained three conclusions as follows: 
1. Profitability and the activity ratio had positive and significant influence on 
profit growth, while liquidity and leverage did not have any significant influence on 
profit growth in automotive and component companies listed in the Indonesia 
Stock Exchange. 
2. Simultaneously, Profitability, liquidity, leverage and activity ratio had 
significant influence on profit growth in automotive and component companies 
listed in the Indonesia Stock Exchange. 
3. Managerial Ownership could not moderate the correlation of profitability, liquidity, 
leverage, and activity ratio with profit growth in automotive and component companies 
listed in the Indonesia Stock Exchange. 
 
Research Limitations 
This study have several limitations : 
1. The ability of the independent variable in explaining the dependent variables 
are still weak  i.e. 29.4% so there is still another factor of 70.6% possible could 
affect profit growth. 
2. The selection of the research object only involved automotive and components 
companies listed on the Indonesia Stock Exchange so that the level of 
generalization is very low. 
3. Managerial Ownership as a moderating variable is not able to strengthen the 
relationship between the dependent variable to independent variable. 
 
Advice 
Based on the research results and conclusions as already mentioned above, the 
following suggestions are: 
1. Researchers subsequently suggested to use/add another variable so that the 
results will be more accurate and have a broad scope such as the size of the 
company, solvency, and market value. 
2. Researchers subsequently suggested to make a wider object so that it can be a 
reference to solve problem. 
3. Researchers are advised to use another moderating variable for example the 
value of company. 
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